Federal Reserve Bank 


of Boston 


Budgeting a Forest 


ABOUT one out of every 37 residents in New England 
may be a forest owner. Those are the odds of your own- 
ing forest land because there are about 250,000 separate 
forest ownerships in New England not counting corpo- 
rate or other multiple ownerships. 

Articles in previous issues of the Monthly Review have 
pointed out the economic value of New England’s forest 
resources and the profits that more general application 
of good forestry practices will bring to the economy. 
They have also shown that 95 per cent of the forest area 
is privately owned. 

We cannot expect that private owners will engage in 
forestry enterprises, regardless of the public need, unless 
there is also a personal incentive. 

To help forest owners get the maximum yield from 
their properties, the New England Forestry Foundation, 
a non-profit agency, was organized a few years ago and 
provides what might well be described as a forest budg- 
eting service. Getting the most out of a tract of forest 
land requires forward planning. Cuttings should be 
scheduled periodically, in the same manner as are de- 
ductions for payment of bills on a family budget. As 
the case study described later illustrates, planning will 
greatly increase the productivity of forests. 

Last year the Federal Reserve Bank of Boston asked 
the New England Forestry Foundation to make a study 
of the financial aspects of private forestry in New Eng- 
land. The Foundation, in the normal course of its work, 
gathers data on which to base such a study and is in a 
position to supply needed information. 

Forestry enterprise gets its income from the growth 
of trees just as a farmer gets his from the growth of 
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It takes planning to grow trees for profit. 
The following article tells how applica- 
tion of the personal budget principle to 
the privately-owned forest increases the 
yield of marketable timber. 
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annual crops. The growth rates of trees and yields per 
acre of wood are thus basic indicators of prospective 
financial returns. 

Chart 1 shows that the peak of volume growth of New 
England white pine is reached when a tree is about 18 
inches in diameter. A vigorous tree adds more than 
14 board feet to its volume annually during its peak 
growing period. 

Chart 2 shows that the annual yield of a typical New 
England forest increases from less than 100 board feet 
where the stand contains 1,000 board feet per acre to 
more than 500 feet in 15,000-foot stands. Most of New 
England’s forest area is capable of sustaining 15,000 
board feet per acre indefinitely. Nevertheless the present 
average stand is only about 2,000 feet and the annual 
yield 58 feet per acre. 

Do the financial prospects of forestry business make 
it an attractive private undertaking? Some people must 
think so or the Foundation would have no clients. Large 
ownerships, holdings with more than 50,000 acres, ac- 
count for nearly one-third of the privately-owned acre- 
age. Some of these are held by corporations that manu- 
facture pulp and paper or other forest products. By 
owning forests they assure themselves of raw materials 
and protection of long-term plant investments. They 
have a motive for practicing forestry even if it is on no 
more than a break-even basis. 

More than 20 per cent of New England’s forest area 
is in farm woodlots. Farmers can engage in forestry 
solely because of the opportunity for added income pro- 
vided by off-season employment — getting out logs, 
pulpwood, and other forest products. 
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Many small- and medium-sized forest ownerships are 
held because they add to the value of commercial and 
individual recreation and vacation properties. Good 
forestry management keeps these forests healthy and 
pleasing to the eye. Direct financial profit from com- 
mercial forestry is not a primary consideration. 

The three types of ownership — industrial, recrea- 
tional, and farm — provide a large aggregate of New 
England forest acreage, possibly nearly half of the 
total, on which improved forestry can be undertaken 
without the necessity that it show, in itself, a net 
profit, though it must, of course, not be excessively un- 
profitable. 

The Foundation’s study was intentionally confined 
to the small forest ownerships of which there are more 
than 240,000 in New England,' including about 100,000 
farm woodlots. Some of the remaining 140,000 owner- 
ships not held primarily for recreation are inheritances, 
some are probably quite accidental, others are parts of 
properties formerly farmed, and some are the results of 
deliberate purchase for investment or speculation. Re- 
gardless of the motive behind the bare fact of owner- 
ship of small forest properties, it is assumed that the 
prospect of financial reward will stimulate better man- 
agement by all types of owners. 

It was agreed that the New England Forestry Foun- 
dation would make its study by the case method, using 
some of the properties on which it is giving forestry 
service. The remainder of this article is based on the 
Foundation’s report on six case studies, for which in- 
ventory, growth, and tax data are shown in the ac- 
companying table. Precise investment data — what the 
properties are carried at on their owners’ books — are 
lacking. A practical assumption is that they were 
“bought right” or that proceeds from the sale of timber 
have returned part of the owners’ original investments, 
i.e., that their current liquidation values are in excess of 
their owners’ actual cash investments. The assumed 
current investment is the sum of the stumpage value? 
of the marketable timber plus the value of the land. 

The outstanding feature of these properties is that 


1The U. S. Forest Service lists 45 large (more than 50,000 acres) and 194 
medium-sized (5,000 to 50,000 acres) ownerships out of a total of 243,958. 
2Value of standing timber. 
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they need building up from their two thousand feet per 
acre average to the point of productivity commensurate 
with their true capacities. Ten thousand is a good ulti- 
mate objective. Five thousand is a practical minimum. 

The problem thus is, Can the owners under proper 
direction rehabilitate these properties within a reason- 
able period and keep them solvent in the meantime? In 
general the answer is Yes, but local property taxes 
present real problems to some of the owners. 

The Foundation does not recommend a forest man- 
agement program for Case 5 because in twenty years 
the property tax will absorb $2,070 of the $2,556 (284 
thousand board feet at $9.00 per thousand) realization 
from growth. In spite of the burdensome tax the 
Foundation recommends a management program for 
Case | though it is clearly a marginal case. 


Preparing the Budget 


It is not possible here to present the full detail of all 
six cases. Case 4 has been selected as fairly typical of 
opportunities to apply forest management for the re- 
habilitation of small forest properties. It illustrates the 
purpose, procedure, and expected results of the type of 
forest management furnished by the Foundation. 

The property in Case 4 covers 574 acres. In 1947 the 
timber inventory was 990 thousand board feet, an aver- 
age of 1,700 board feet per acre. The assessed valuation 
was $4,600 and the annual property tax $144.90. This 
is the next to the lowest per-acre property tax cost 
found among the six cases. The Foundation appraises 
the liquidation value at $7,500 of which $2,500 is the 
value of the land — $4.36 per acre. 

The Foundation recommends application of a forest 
management plan under which three cuttings of 100 
thousand board feet each will be made at five-year 
intervals beginning in 1947. The cuttings will be so 
conducted as to improve the growing stock and acceler- 
ate the annual growth which is estimated to amount to 
74 thousand board feet, or 130 feet per acre, in 1947. 

After the 1947 cutting, the inventory was 890 thou- 
sand board feet. It is expected to increase to 1,290 
thousand board feet by 1952. Cutting is expected to 
yield 100 thousand board feet at each five-year interval 
until 1967, at which time it is estimated that the inven- 
tory will amount to 2,870 thousand feet, or 5,000 feet 
per acre. In twenty years, 2,280 thousand board feet 
will have been produced by tree growth of which 400 
thousand, not quite 20 per cent, will have been taken 
out in cuttings. 

After the end of the first twenty-year period the 
management plan permits entry into a real timber- 
production program, first at 300 thousand and increas- 
ing to 500 thousand board feet each five years by 1987. 

How does this enterprise make out financially? Can 
the owner, assuming that costs and prices will not 
change, follow the recommended program and stay 
solvent or make a profit? 

In 1947 the owner sold 100 thousand board feet from 
which he received a gross return of $1,100. His market- 
ing cost was $75, leaving a net of $1,025. For the next 
five-year period this is sufficient to cover property 
taxes of $724.50 and estimated management costs 
amounting to $250 with a small balance left over. 
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Stumpage prices in 1952 are estimated at $10 per 
thousand feet and the net return from that year’s 
cutting at $925. This would fall $49.50 short of carrying 
the taxes and management costs through the next five- 
year period. The Foundation recommends additional 
expenditure of $500 during this period for forest im- 
provement work — weedings and thinnings which will 
produce no revenue. The main purpose of this is the 
stepping up of the growth rate resulting in improved 
future revenue prospects. 

If this program is followed, the balance sheet at the 
end of the first ten years shows net expenditures of 
$2,449 and net revenue of $1,950, the deficit being the 
amount spent on forest improvement. Against this the 
anticipated forest inventory in 1957 is 1,590 thousand 
board feet. The appraisal method used in 1947 indi- 
cates a liquidation value in 1957 of $10,500 — $3,000, 
or 40 per cent more than the 1947 value. At the end of 
twenty years the anticipated liquidation value is 
$17,000 — $9,500, or 127 per cent more than in 1947. 

In 1967 the property will be ready to go onto a 
revenue-producing basis with cuttings beginning at 300 
thousand feet and gradually increasing until they equal 
500 thousand feet each five years by 1987. Three hun- 
dred thousand board feet will produce a gross return, 
at $10 per thousand, of $3,000 and a net after taxes and 
other expenses in the neighborhood of $2,000, five per 
cent per annum on the original investment of $7,500 
plus the $500 invested in improvement work. 

The statement has been made that nobody will get 
rich quick growing trees for the market, and this 
analysis supports the observation. But it also supports 
the conclusion that growing timber is not just a hobby 
for wealthy people. 

There are a few helpful features that do not appear 
in the above calculations. Under Federal income tax 
laws currently in effect, net gains from the sale of his 
stumpage held for a time are taxable to the owner as 
capital gains at rates lower than those applicable to 
his ordinary income. Also in computing those gains the 
taxpayer is allowed to deduct as costs provision for 
depletion allowances as he realizes upon his investment 
from year to year. And property taxes paid on stump- 
age ownerships are currently deductible from gross in- 
come for Federal income tax purposes. 
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If the Foundation’s expectations are realized, the 
owner will have had $8,000 or so tied up with little or 
nothing in the shape of returns on the investment for 
twenty years. After that time, other things being equal, 
he will begin to receive a net return of five per cent 
on his original investment and will receive better than 
eight per cent by the end of another twenty years. 

In the meantime he has had the risk of fire and other 
hazards. But he has had assurance that if the cost of 
living goes up this income from his forest will rise pro- 
portionately. And when prices swing downward he 
does not have to sell his crop unless he desires. It will 
keep indefinitely. 

Many people invest considerable sums in life insur- 
ance and annuities during their active lives from which 
they expect no returns for long periods. When the re- 
turns do come in they are in a fixed number of dollars 
regardless of the cost of living at the time. 

As understanding of the nature of forestry investment 
and enterprise widens, an increasing number of people 
may be attracted to it. The degree of attraction will, 
however, be closely related to the collection of property 
taxes on forest properties. Excessive taxation, or even 
the threat of excessive taxation, can easily be a mill- 
stone around forestry’s neck and an ‘adverse influence 
on the economic welfare of New England. 


FOREST MANAGEMENT CASE SUMMARY 
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| Area  o- a ee ie ian, 
‘ Average Average 
Case Location | (Acres) Total Per Acre | Total Per Acre | Total | Per Acre 
| ieee Senin TORN PRS) Ree 2 ee GRE Baie 
| (Thousand Bd. Ft.) (M Bd. Ft.) (Board Ft.) | (Dollars) | (Cents) 
1. New Hampshire | 122 269.2 2.2 | 23.0 190 $100.00 $0.82 
| | | 
2: New Hampshire | 173 677.0 3.9 42.0 240 84.00 0.49 
3. New Hampshire | 155 | 123.1 | 0.8 11.5 75 46.50 0.30 
4. New Hampshire 574 | 990.0 | t.F 74.0 130 144.90 0.25 
5. | Massachusetts 128 | 152.0 | Ly. 12.0 95 | 103.50 0.81 
6. | Vermont | 630 | 1,365.0 2.2 100.0 160 113.40 0.18 
| Total | 1,782 3,576.3 2.0 | 262.5 | 147 | $592.30 $0.33 
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Christmas Sales 


Boston Stores Set 


New Record in 1948 


CHRISTMAS BUSINESS in downtown Boston department 
stores and apparel shops reached a new all-time peak 
in 1948. Stores used the power of the greatest number 
of special promotions held during the Christmas season 
for many years to pull and haul sales to the new record. 

Sales for the period December 1-24 were 1.9 per cent 
greater in 1948 than in 1947. For the customary Christ- 
mas season, the period beginning on the day after 
Thanksgiving and ending on Christmas Eve, which had 
two extra shopping days this year, the percentage gain 
in 1948 over 1947 was 9.4 per cent. If sales figures for 
the two extra days after Christmas in 1947 are included 
in the Christmas season total for 1947, then the gain 
would be 5.7 per cent, a slightly lower figure. 

Christmas sales gathered momentum slowly after a 
sluggish November, as is shown by an accompanying 
chart. Buyers did not have to worry about being left 
out in the cold if they neglected to shop early. Although 
store inventory policy was cautious after the warning 
telegraphed by the November slump, there still seemed 
to be a fairly wide range of merchandise from which 
customers could make their selections. The last minute 
rush brought sales totals up with a terrific surge during 
the final week before Christmas this year. 

Department stores in other New England areas re- 
ported pércentage gains in sales over 1947 even larger 
than the report from downtown Boston stores during 
the comparable calendar week which ended on Decem- 
ber 25 in 1948. The two extra shopping days, promo- 
tions, and late buying this year more than offset pre- 
vious December slowness. The snowstorm during 
Christmas week last year had undoubtedly depressed 
the comparative volume of business. Consequently, 
when the figures were added up for the four weeks end- 
ing December 25 in 1948 and set alongside the total for 
the corresponding period last year, each area from which 
New England department stores reported weekly sales 
had climbed from the minus to the plus percentage 
column. Stores reported better business than expected. 

Some stores, however, reported lower dollar sales for 
the period December 1-24 in 1948 than in 1947. The 
return to more competitive conditions in industrial New 
England was evident in department stores as well as in 
individual manufacturing plants. 

Comparison of daily sales during the Christmas 
season revealed that Wednesday, a long selling day, was 
the best comparative sales day for the downtown 
Boston stores. During Christmas week the Wednesday 
sales gain in 1948 zoomed to almost 100 per cent over 
Wednesday the day before Christmas in 1947. 
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The response to lower prices demonstrated that 
people will buy if they think prices are right. From the 
trend of buying it seems that shoppers have definite 
ideas about what prices should be. When prices dipped 
to the required levels buyers flocked to the counters 
and racks. 

Buyers also responded to advertising. Announcements 
of sales of men’s suits and furnishings attracted swarms 
of customers who bought gifts for Christmas or replace- 
ments in their own or their spouses’ wardrobes. The 
response raised sales in the men’s and boys’ wear de- 
partment to the only significant percentage gain over 
1947 for any major department, according to prelimi- 
nary estimates for December. The only other depart- 
ment which chalked up a substantial gain was the 
basement, an old faithful performer for 1948. 

If basement sales are excluded from total sales, pre- 
liminary estimates show sales during the December 1-24 
period to be almost exactly the same in 1948 as in 1947. 
The gain in men’s and boys’ wear was offset by a decline 
in housefurnishings, while other departments were just 
holding their relative positions. Durable goods, espe- 
cially, weakened comparatively. A spot check of several 
New England department stores disclosed that sales 
were off about 18 per cent for major household appli- 
ances, 23 per cent for radios and phonographs, and 
10 per cent for furniture and bedding in the December 
days before Christmas this year. 

Emphasis on volume of sales in downtown Boston 
stores continued after Christmas. Clearance sales an- 
nouncements filled up Sunday newspapers. The stores 
continued to use the techniques which had boosted 
business to a new record. Bigger and better promotions 
were planned for the traditionally dull month of Janu- 
ary, which is the third slowest sales month during the 
year in this District. 

Sales momentum generated during the final period 
before Christmas carried over into the week after 
Christmas. Monday through Wednesday sales in 1948 
were about 30 per cent greater than for the same days 
of the week after Christmas in 1947 in downtown 
Boston stores. People who may have been waiting began 
to spend for better values. 
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Loan Rate Adjustments Continue 


INTEREST RATES 01 commercial loans at the five lead- 
ing Boston banks increased further during the fourth 
quarter of 1948. Rates on loans made at these banks 
during the first fifteen days of December averaged 2.43 
per cent, up from 2.38 per cent in September and 2.31 
per cent in June. 

Increases in rates in the fourth quarter were con- 
centrated in the medium and large loan size groups — 
ranging from $25 thousand to $200 thousand. The in- 
crease in rates in these groups averaged about one- 
tenth of one per cent. The average rate on the largest 
loans ($200 thousand and over) was 2.19 per cent, 
down from 2.25 per cent in June and 2.21 per cent in 
September. A moderate decline was also reported in 
average rates on small loans — under $10 thousand. 

Average rates on commercial loans at seventeen se- 
lected banks outside the city of Boston, situated in 
representative lending areas throughout New England, 
showed practically no change and stood at 3.32 per 
cent. At the outside banks increases in average rates 
were reported on the medium and largest sized loans. 
These were offset by decreases or no changes in the 
other loan size groups. 

The average rate for all reporting banks was about 
one-half of one per cent higher in December than it was 
in the third quarter of 1947. Thus the rise in yields on 
short-term Government securities which has occurred 
during this period and which measures the increase in 
the effective cost of reserve funds to banks has been 
reflected in generally higher rates to borrowers. 

Large loans showed the greatest proportionate in- 
creases in volume between September and December 
at banks in Boston as well as at those outside. Loans of 
$200 thousand and over accounted for about 55 per 
cent of the volume loaned to business at the five Boston 
banks during the first half of December, up from 46 
per cent in September. Outside the city loans in this 
size group accounted for 27 per cent of the total in 
December as contrasted with 16 per cent in September. 

The relative stability of the average rate on loans of 
$200,000 and over, the great bulk of which are made by 
the largest Boston banks, reflects two offsetting move- 
ments. The proportion of loans in this class made at 
rates of less than two per cent decreased as did the pro- 


portion made at rates between two to three per cent; 
there was a movement toward a central point of two 
per cent — evidence of increased competition for this 
size loan. Competition with bank lending has developed 
not only from insurance companies but also from busi- 
ness which has been financing its activities with re- 
tained earnings and flotation of new capital issues. 
Competition with the open market is also keener in 
money markets in Federal Reserve bank cities. The 
adjustment to the new level and pattern of rates was 
slowed down by renewal loans which probably amount 
to more than one-quarter of the reported loans in any 
quarterly period. 

The differentials in rates between cities or geographi- 
cal areas within the district are mainly caused by 
differences between the different customers’ loan mar- 
kets. Changes in rates at the banks outside Boston 
possibly are more influenced by the factor of banker- 
customer relationship than by competition with the 
open market. 

The upward revisions in rates on short-term Govern- 
ment securities, along with increased reserve require- 
ments, increases in rediscount rates, and the other 
measures taken by the monetary authorities over the 
past year and a half, have been designed to restrain 
inflationary pressures by making the effective cost of 
reserve funds to the banks a little higher and to induce 
greater caution in lending. Short-term rates have been 
allowed to rise proportionately more than long-term 
rates, and short-term Government securities have been 
made more attractive as a medium for bank investment. 

The approach of the usual seasonal decline in the 
demand for funds on the part of business and the ap- 
pearance of deflationary influences, for the time being 
at least, make the outlook for further upward revisions 
in rates uncertain. Commercial loans of the weekly 
reporting banks in New England stood on December 
29, 1948 at $709 million, down six per cent from the 
peak reached in March, five per cent from the Novem- 
ber high point, and three per cent below that reached 
last year end. For the present, the influence of the up- 
ward revision of short-term Government security rates, 
which occurred in late summer and early fall, has prob- 
ably worked its full effect in New England. 


AVERAGE INTEREST RATES CHARGED BUSINESS LOANS—F. R. DISTRICT | 
Classified by Size of Loans Made 


Demand Loans and Loans Maturing Within One Year 
(Data Cover First Fifteen Days in Each Quarter During 1948) 








Lene Sine | FIVE LARGE BOSTON BANKS SELECTED COUNTRY BANKS 

(Thousands of dollars) | une | Sept. | Dec. || June | Sept. Dec. 
1-10 | 3.97%, | 4.17T%, 4.11% | | 4.59% | 4.55% 
10-50 | 3.30 | 3.53 3.56 | Not 4.11 4.08 
50-100 | 2.74 | 3.05 3.12 | Avail- | 3.36 3.49 
110-200 2.39 | 2.61 2.70 | able | 2.79 2.46 
200 and over 2.25 | 2.21 2.19 | 2.67 2.71 
| | | 

Average: weighted 2.31 2.38 | 2.43 | 3.35 3.32 
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Demand Eases and Slows Business Pace 


Price Declines Point to Increasing Competitive Influences 


As THE autumn months wore on, business in the region 
and the nation appeared to be less firm. This created 
concern in the minds of some who apprehended the 
beginning of a sudden business illness. Press headlines 
featured stock market dips, production cut-backs, labor 
layoffs, and sagging retail sales. Analysts who had been 
watching business trends, however, saw in these de- 
velopments no cause for alarm, but instead merely the 
corrections, by the return of more competitive condi- 
tions, of weaknesses which had persisted too long. 
Exaggerated levels of output and prices in some lines 
could not be maintained in a balanced peacetime 
economy. 

Moreover, the weakening in business activity to date 
has been relatively small and is measured from un- 
usually high levels. Production, employment, real in- 
come, and other measures of a prosperous society are 
far above levels that prevailed immediately prior to 
the war. The sure-fire evidence of good business ahead 
in the form of order backlogs began to disappear, but a 
smaller backlog of orders in keeping with that of pros- 
perous times did not necessarily signal a depression. 
Unemployment could increase considerably before a 
really slack labor market appeared. 

The sharp drop in stock market values in early 
November was probably a reflection of the political up- 
set rather than financial instability. Equity values gen- 
erally are low in relation to current earnings and net 
worth. The concurrent rise in Government bond prices 
reflected the attractive status of those issues when 
other investments became more uncertain, and support 
for long-term issues seemed to be assured. 

A widespread decline in wholesale commodity prices 
in the closing months of 1948 reduced the composite 
index further, and strengthened the belief that the peak 
of postwar price rises had been reached in August. At 
the year end the composite index approximated its 
level at the close of 1947, with only prices for metals 
and metal products showing a sustained upward move- 
ment. Recent price weaknesses have been marked for 
cocoa, tallow, vegetable oils, rubber, hogs, and hides. 
Used automobile prices sagged. Real estate prices con- 
tinued soft. New mail order catalogues listed extensive 
price reductions. Lower food prices reduced consumers’ 
bills in November and December. 

Lower prices were generally welcomed. They lessened 
the severe strain on income and some drain on savings 
of those with relatively fixed incomes. They mitigated 
the pinch felt by some small business establishments 
between rising costs and hardening resistance of pur- 
chasers. They discouraged unwarranted inventory ac- 
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cumulation. On the other hand, deferment of purchases 
in expectation of still lower prices could seriously slow 
down the pace of production and trade. Support of farm 
prices, unemployment compensation benefits, and 
strong union pressure to maintain or to increase wages 
offered evidence that there was little danger of the 
bottom dropping out of the price structure. 

By the year end production had slowed down. The 
soft woolen, cotton, and worsted segments of New Eng- 
land’s textile industry had successively been obliged to 
tailor operations to meet lessened demand. Apparel 
manufacturing had been forced back into its prewar 
seasonal patterns of operations. Shoe factories, finding 
that the immediate postwar demand had been inflated, 
cut work weeks to produce at the 1947 pace rather than 
the feverish pace of 1946. Most grades of paper were in 
sufficient supply to enable purchasers to insist upon 
quality specifications and uniform price treatment. 
Conditions in the metal trades were mixed. While some 
plants were very busy, other small machine shops, 
stove factories, producers of appliances, typewriters, 
and timing devices could not find sufficient orders. 

All this had an adverse, and to some extent contra- 
seasonal, effect upon employment. Many firms spread 
the work over shorter work weeks. Others felt obliged 
to resort to layoffs. Manufacturing employment in New 
England in mid-November was about five per cent 
below a year ago. Initial claims for unemployment 
insurance rose to double the number of a year earlier. 
Choice job openings became scarcer and applicants less 
choosy. With the changing labor market and reduced 
living costs came prospects of a more cooperative and 
realistic approach to labor-management relations. 

Trade also slowed down. Dollar sales in New England 
department stores lagged behind comparative 1947 
volumes for seven consecutive weeks in November and 
early December. Flagging hopes were revived, however, 
by a sufficient pickup prior to Christmas to enable 
December 1948 sales to exceed those of December 1947. 
Some of this late season’s spurt was undoubtedly due to 
a return to the prewar habit of last minute shopping, 
backed by the assurance of adequate stocks of mer- 
chandise. It was also considerably influenced by pro- 
motional sales in basement and men’s wear departments 
designed to avoid accumulation of sluggishly moving 
merchandise. Merchants have cautiously watched in- 
ventories since November dullness. As in the case of 
manufacturers, this was a policy of caution with 
strength, intended to keep business on a sound basis 
while the necessary adjustments to new competitive 
market conditions were being made. 
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Consumer prices in Massachusetts declined in Decem- 
ber for the fourth consecutive month. Lower food 
wrices, particularly for meat, were largely responsible. 
The clothing index, after several months of increasing 
prices, remained at the November level. 


The wholesale commodity price index moved in a nar- 
row range during November and December. Food and 
farm products have declined for the most part since 
August, while further increases in metals have offset de- 
clines in textiles, leather products, and chemicals. 











































































FACTORY EMPLOYMENT AND PAYROLLS UNEMPLOYMENT INSURANCE CLAIMS 
Week Ending December 4, 1948 @ 
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For the second successive month factory employment Initial claims for unemployment insurance in New 
in N. E.in November moved slightly downward, largely England were 104 per cent greater during the week of 
as a result of curtailment in nondurable goods. In the December 4 this year. Layoffs in the shoe, textile, ap- 
country as a whole, however, activity in durable goods parel, office equipment, and watch and clock indus- 
helped to sustain total employment and payrolls. tries caused more people to apply for benefits. 
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n New England business failures receded further in Spindle hours reported for New England in November 
November from the September postwar peak but were were 19 per cent below a year ago and for the country 
N I P I a year ag ) 
50 per cent above a year ago. The volume of failures as a whole were about nine per cent lower. Cotton con- 
and related liabilities emphasized further the increas- sumption for this region was down almost 22 per cent, 
ing pressure of competitive conditions. another indication of reduced textile activity. 
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November department store sales in New England 
were 4.1 per cent lower than in the same month in 
1947. The revised seasonally adjusted index for the 
Boston Federal Reserve District was 252 in September, 
232 in October, and 228 for November. 
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Cash sales at 51 per cent and regular charge sales at 
11.9 per cent of total sales in November “displayed 
their usual seasonal pulling apart at the year end. In- 
stalment sales returned to the prewar pattern, reflect- 
ing a more plentiful supply of durable goods. 
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Monthly Averages Weekly : 
Total loans rose to a new high of $26 billion on Decem- 
ber 22, up $3 billion from a year ago. Business loans rose 
only $400 million in the last quarter, an une xpectedly 
small seasonal rise. This lag reflected slacke “ning in busi- 
ness and competition from other lenders. 
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Business loans in New England also failed b by $22 mil- 
lion to reach the $731 million attained at the close of 
1947. Consumer and real estate loans increased less 
than in the comparable 1947 period. Country banks 
have begun to reflect the slower pace. 
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U. x3 see curities held by the F. R. System December 29 
amounted to $23.3 billion, up $700 million over the year. 
Bond holdings were increased and holdings of shorter 
term securities declined. The change reflected attempts 
to maintain stable markets for U. S. securities. 
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U.S. securities held were $107 million less December 
29 than a year ago. The decline reflected pressure by the 
authorities on bank reserves to slow inflation. Portfolios 
were shortened to obtain advantage of higher short- 
term rates and avoid possible loss on long bonds. 
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